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Marine premium volumes
up across all major classes,
IUMI told

PREMIUM volumes across all key marine classes rose in 2023, the
International Union of Marine Insurance conference in Berlin was told
this afternoon.

The findings formed part of the annual facts and figures presentation
from Astrid Seltmann, statistician for Nordic trade association Cefor,
which is one of the highlights of the event each year.

The global marine insurance premium base for last year was reported
at $38.9bn, representing an increase of 5.9% on the previous year.

While not quite as dramatic as the 8.3% rise unveiled in Seltmann’s
parallel presentation in Edinburgh last year, the performance will
likely suffice to satisfy the top brass at insurance majors as well as
attract still further new capacity to marine.

Within the overall 2023 tally, ocean hull came in at $9.2bn, with cargo
the largest single class at $22.1bn. Offshore energy premiums stood at
$4.6bn.

In terms of growth rates, ocean hull led the way by jumping 7.6%, with
cargo following on 6.2%. Offshore energy was up 4.6%.

Distribution of premiums was not significantly changed from 2022,
with cargo securing 56.9% of the overall pie, followed by ocean hull
(23.6%), offshore energy (11.9%) and marine liability (7.7%).
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By region, Europe continued its dominance, with
a 48.5% share of global premiums, with the UK
showing growth and the Nordic market stabilising.

Asia-Pacific followed on 28.1%, with Latin America
on 10.9%, North America 7% and the rest of world
5.5%.

European premiums have enjoyed an upward trend
since 2019, following a period in which it lost market
share, and the Asian market had also continued its
rally since its downturn ended in 2016.

Latin and North America showed what was
described a modest upswing in their premium base.

Seltmann, who is vice-chair of IUMTI’s facts and
figures committee, said that global premiums reflect
a combination of insurable volumes and prices per
unit.

Rise in global trade volumes

The drivers for the increase in premiums are
typically a continued rise in global trade volumes
and values for cargo, coupled with increases in
vessel values for hull. The increase in oil prices

is inducing more activity in the offshore energy
segment.

“More widely, geopolitical conditions will have
impacted premiums in a number of regions, as have
general market conditions, specifically capacity.

“Overall, 2023 appears to have been a positive year
for marine underwriters,” she added.

“The other part of the equation is the impact of
claims, which has been comparably benign over

the past few years, despite individual severe claims
giving rise to concern such as fires, and some visible
inflation impact on the average cost of attritional
losses.

“However, ever-larger vessels, increasing value
accumulations, changes in technology and fuels as
well as changes to trading routes all mean a change
of risk, which needs to be taken monitored and
taken into account going forward.”

A return to normal shipping activity following
coronavirus had a positive impact on vessel values
in most classes and a higher demand for vessels
ratcheted up the global premium base.

This was particularly true for offshore support
vessels, whose values rose significantly in the wake
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of stable oil prices and a reactivation of offshore
activities.

Previously, there had been concern over the gap
between total gross tonnage and global premiums,
which opened markedly after 2011. This gap began
to close slightly from 2020 and continued to reduce
in 2023.

Following the expansion of shipping activity in the
wake of the pandemic, the frequency of hull claims
showed some increase but has not yet exceeded pre-
pandemic levels.

Total loss frequency also showed a slight recent
increase but remained at a very low level.

The claims cost per vessel increased somewhat

and exceeded the pre-Covid level in 2023. This

was mainly due to increased major loss impact,

particularly from vessel fires, which remains an
ongoing issue.

Loss ratios for Europe started at a higher point

than the previous three years, which is probably
attributable to a combination of an increase in
claims coupled with the inflationary impact of repair
costs.

It is likely that 2023 loss ratios across most regions
will be less positive than the previous two or three
years, but better than the years prior to 2020.

Growth in all regions

Cargo underwriters clocked up growth in all regions,
with Europe and Asia enjoying marked positive
development. Overall, Europe claimed a 39.8% share
followed by Asia-Pacific (32.2%), Latin America
(11.9%), North America (7.5%), Middle East (6%) and
Africa (2.7%).

In general, premium growth in this sector follows
global trade which has now reverted to the mean
following covid.

The International Monetary Fund is predicting
continued growth in world trade values, and this
bodes well for cargo underwriters going forward,
although geopolitical uncertainty renders this
prognosis provisional.

Exchange rate fluctuations tend to impact most
heavily on this sector, to the extent that growth
trends may deviate in local currencies. This makes
direct comparisons with earlier years more difficult.
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Cargo underwriters suffered challenging loss ratios
prior to 2019 but since then ratios have improved
year on year.

Although fires and floods have had an impact on
claims, loss ratios for Europe in 2023 are looking
more positive than of late.

Loss ratios in other regions have also witnessed
improvement since 2019. The overall claims impact
has remained stable.

Despite the generally positive outlook, a number of
perennial issues continue to dog the niche, including
large vessel fires, misdeclared cargoes, accumulation
of risk, severe weather events and geopolitical
instability.

The UK still outperforms in offshore energy cover,
with the Lloyd’s and IUA markets accounting for a
28.2% and 36.8% share respectively.

The fortunes of this market tend to follow the
oil price which appeared to have stabilised at a
comparatively healthy level.

Premiums have rallied after reaching a low in 2019
and have continued upwards since then. The future
trend will depend on the stability of the oil price and
23-nation Organisation of the Petroleum Exporting
Countries-plus alliance production decisions as well
as insurance market capacity.

In recent years, claims were relatively low although
many offshore assets were being reactivated.
However, 2023 saw two major losses and loss ratios
for Europe started out at a higher level than in
previous years.

Loss ratios in this sector take time to develop with
no obvious pattern and it is not clear how 2023

will play out. However, it is likely that 2023 will
underperform when compared with the years 2020-
2022.

WHAT TO WATCH

Houthis have capability to sink ships but are
holding back, Roberts warns

HOUTHI rebels in Yemen clearly have the capability
to sink ships but appear to be holding back for
political and media management reasons, an
influential marine insurance figure has warned.

Lloyd’s Market Association head of marine

Neil Roberts was speaking to journalists at the
International Union of Marine Insurance conference
in Berlin on September 15.

Roberts is also secretary to IUMI’s ocean hull
committee and chair of its policy forum.

“We have a new reality in the Red Sea and it
is ongoing. There is no apparent prospect of it
changing,” he said.

“We must remember that the Houthis have evolved
from an insurgency using roadside bombs to an
organisation that is able to use ballistic missiles.

“It has 873,000 trained personnel. It is a significant
operation. It has political aims, and the reason

it is targeting shipping is unchanged. It wants
recognition as a state.”
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It is not obvious that its ambitions can be attained
by the methods it is currently using.

Marine insurers are still able to support voyages
going through the Red Sea, thanks to naval support
for merchant shipping.

This naval support gives confidence to crews, owners
and insurers alike. But the threat level remains
unchanged.

Premium pricing will inevitably reflect risks and
owners should ask themselves whether Red Sea
transits still make economic sense and whether they
are fair to the crew and the charterer.

Inevitably there will be economic consequences
for the region as many owners continue to divert
around the Cape of Good Hope.

Egypt has been hit by the loss of Suez Canal dues
and Mediterranean ports are losing throughput, as
Malta Freeport in Marsaxlokk admitted in a recent
interview with Lloyd’s List.
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Houthi targeting is imprecise and they often hit
vessels that do not have any connection with the US,
UK or Israel. In some ways, everybody is at risk.

But many are pointing to the costly efforts the
United Nations required to tackle the threat of
pollution from FSO Safer (IMO: 7376472), the
ageing tanker that was at risk of breaking up while
alongside at Hodeidah.

Despite that operation, the Houthis caused the risk
of a major spill by setting fire to Delta Tankers’
suezmax Sounion (IMO: 9312145), which was
carrying four times as much crude as Exxon Valdez.

“Was that very clever? One suspects they like the
publicity. They are very good at media and they
overinflate their claims. The Houthis claim a lot,
they do less.”

Fortunately, total losses since the Houthi onslaught
began last November have been relatively low.

But it is clear that the movement now has the
capability to sink ships. It appears they have chosen
not to exercise that capability, at least for now, for
political reasons.

IUMI president Frédéric Denefle said that despite
the conference marking the 150th anniversary of
the inception of IUMTI’s predecessor, the event is
intended to be future-facing.

“We wish to focus on the fact that marine insurance
can keep open all trade lines and shipping lines as
much as possible,” he said.

“We know that geopolitical issues can stop this and
this is why we have prepared clear messages and
talks on those topics.”

Marine insurance markets are driven by
international trade and are “not performing so
badly”, he added, noting that there has been no
major collapse.

Supply chains now face regular periodic
shocks, says AP Moller Maersk risk chief

THE long period of supply chain stability that was
characteristic before the global financial crisis has
been replaced by an era of regular periodic shocks,
the head of risk at AP Moller Maersk has told a
major marine insurance event.

Lars Henneberg made his comments in the
president’s workshop session of the International
Union of Marine Insurance conference in Berlin this
morning.

He described how the supply chain had evolved over
the course of his career, to become fragmented,
transactional and risky, as he now described it.

Even a few years back, geopolitical risk did

not feature in Maersk’s top 10 risk concerns. It
now ranks as number two, with Henneberg not
specifying the number one issue.

Looking at the last period alone, the NotPetya
ransomeware attack on Maersk in 2017 caused
months of disruption and cost the company
hundreds of millions of dollars.

Then came the Ever Given (IMO: 9811000)
grounding in 2021, forcing the closure of the Suez
Canal, combined with the global consequences of
the coronavirus.
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The Russian incursion into Ukraine in 2022 led to
Maersk’s decision to divest from Russia, which again
led to costs of hundreds of millions of dollars.

From November 2023 onwards, the Houthi
onslaught on merchant shipping has forced Maersk
to re-evaluate its position on Red Sea transits.

The Red Sea is a vital artery of world trade, and
before the attacks began, saw 22,000 vessel transits
a year, including many 20,000 teu-plus boxships.

But there has since been a 55% drop in traffic,
equivalent to 300 fewer vessels week.

Maersk initially decided to reroute round the Cape of
Good Hope, amid concerns for the safety of its crew,
cargo and vessels.

But it resumed transits on December 15, after
western navies launched their Operation Prosperity
Guardian intervention.

That position was reversed after a Houthi strike on
Maersk Hangzhou (IMO: 9784300) on December
31, and the world number two container carrier has
mostly been going round the bottom ever since.

The only exceptions to this rule are that
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Salalah-Mombasa and Salalah-Mogadishu services
have been maintained, and there are still occasional
calls to Djibouti.

Economics is a consideration. Red Sea transits now

require costly war risk insurance, while the Cape of

Good Hope route is 50% more expensive in terms of
opcosts.

But while Maersk does compare options, it does
so only theoretically. Routing decisions are based
exclusively on security concerns.

The Red Sea crisis will soak up an extra 6% of global
capacity, equivalent to 1.5m teu or 100 vessels.

Shipowners need to display agility, including a
contracting strategy that can take advantage of
sudden surges in demand by increasing freight rates
while still protecting against downside. This can be
achieved through surcharges.

Fabrice Levesque, chief executive of French firm
CL Surveys, addressed the effect of politics on
commodities sector, which has been evident since
Roman times.

A handful of countries are big exporters of wheat,
maize, soyabeans, rice and fertilisers, and are

effectively feeding the world, he said.

Climate change will leave Canada and Russia the

world’s main breadbaskets by the end of the century.

The food trade is dominated by five big players, in
the shape of Cargill, ADM, Louis Dreyfus, Bunge
and China’s Cofco.

Konstantinos Tsetsos of the University of the
Bundeswehr Munich gave a presentation based
on the ‘K-wave’ theory of long waves of economic
expansion and contraction.

The idea was popularised by twentieth century
Russian economist Nikolai Kondratiev and is not
universally accepted.

Since about 1990, adherents believe, the world
economy has been in a supercycle driven by
information and communication technology.

Prospects of conflict have increased as the initial
stimulus has died down, signalling the start of a
period of instability.

This will be compounded by climate change, with
earlier hopes of limiting global warning to 1.5°C no
longer tenable.

Elisabeth Braw, a journalist and academic, lamented
that the global financial crisis initiated a shift away
from globalisation, facilitating opportunities for the
likes of the Houthis to attack shipping.

Political complications could reduce
opportunities for marine insurers,
IUMI conference warned

THE International Union of Marine Insurance is
a vital tool for underwriters navigating a string of
politics-led challenges that could reduce business
opportunities for the sector, the organisation’s
conference has been warned.

IUMI president Frédéric Denefle, a Paris-based war
risk underwriter, made his comments as part of

his opening address at the gathering in Berlin this
morning.

This year has already seen some major casualties,
including the Baltimore bridge collapse, the collision
between Hafnia Nile (IMO: 9766217) and Ceres I
(IMO: 9229439) and the ongoing blaze on Sounion
(IMO: 9312145), he pointed out.

Environmental, social and governance issues
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are now central to underwriters’ assessments.
Decarbonisation remains important, especially after
the rollout of the EU emissions trading scheme.

Supply chains are becoming increasingly automated
and autonomous vessels are already with us.
Digitalisation is growing in importance.

In terms of international politics, the Russian
invasion of Ukraine and the Gaza hostilities have
had major impacts on the Black Sea and Red Sea
respectively.

But even less obvious conflicts such as the civil war
in Sudan, the Guyana crisis, the Haiti riots and the
protests in Nigeria and Kenya have had to be taken
into account.
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Other political factors to reckon with include
sanctions, protectionism and reshoring.

“We are in front of a situation that is quite new,”
Denefle suggested.

Taken together, the big picture “could reduce
business opportunities and market size” for marine
insurers.

ANALYSIS

Oceanbird makes headway with Wallenius
Wilhelmsen wind-powered vehicle carrier

OCEANBIRD is on track to fit the first wingsail

to a vehicle carrier in early 2025. Meanwhile, the
tender design for the first ever wind-powered vehicle
carrier newbuilding, first announced in 2022, is
nearing completion.

The Horizon Europe fund-backed project is
providing a test rig installation for Wallenius
Wilhelmsen’s 7,600 car capacity Tirranna (IMO:
9377523), which was recently fitted with the
foundations to enable the addition of the Oceanbird’s
unique test wingsail during its scheduled
drydocking in China.

Niclas Dahl, managing director of Oceanbird, a
joint venture between Alfa Laval and Wallenius
Wilhelhemsen shareholder Wallenius Marine, said
two prototype sails are undergoing assembly at
Swedish ship repair yard Oresundsvarvet.

The first is being utilised for ongoing testing while
the second will be fitted aboard Tirranna at a
shipyard in northern Europe next year.

“The operation to reinforce the deck of Tirranna and
fit the foundation for the sail is done. We expect to
fit the wingsail to the ship in early 2025,” Dahl told
Lloyd’s List.

Once the sail is fitted then testing and verification
of the performance of the sail will be undertaken by
Oceanbird personnel on board Tiranna during its
regular service between Europe, the US and Asia.

Following its earlier class approval in principal by
DNV, Oceanbird will then seek final type approval,

following on board service testing.

Dahl admits the construction of the first Oceanbird
wingsail has not been without its challenges.

“When you develop new things there are always
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challenges. Construction of the wingsail is totally
different to designing it on Computer Aided Design
(CAD). It will be a great learning process when its on
board the ship.”

“This has been a learning curve for everyone,
including our suppliers about how to handle big
structures. There has been a long dialogue and we've
been learning from mistakes,” said Dahl.

In addition to the sail structure, Oceanbird has
had to develop a new control system with its supply
chain partners to govern the sail automatically.

“Design of the hydraulic systems has made good
progress and we can now visualise how the control
system will look on the ship’s bridge.

“The challenges were greater for the sail’s structure
as there are many load factors that had to be
considered to ensure safety and robustness,” noted
Dahl.

He said that other shipowners in the vehicle carrier
and ro-ro cargo segments are expressing an interest
in Oceanbird.

“We were discussing with a lot of different car
carrier owners.

“They want to know about a product made with
vehicle carriers in mind.

“The main focus of competitor wind solutions has
been for bulk carriers but most of these cannot be
optimised for vehicle carriers.”

“For vehicle carriers, a sail has to be foldable due to
the large air draft. Stability is also more complex

than for bulk carriers or tankers,” said Dahl.

He said OceanBird’s strength compared with
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other providers of wind-assistance systems or
wind propulsion systems, many of which are
being provided by start-up companies, lies in the
company’s backing by Swedish multi-national Alfa
Laval.

“Often, it is forgotten that you are not just delivering
a product.

“After-sales service and spare parts need to
considered.

“Ships move around the world so an owner has to
have access to a global service network from day
one.

“It is great to have Alfa Laval as a long-term
partner — almost everybody already has Alfa Laval
equipment on board their ships — it is not just
about the right product and right price but the total
package.”

Meanwhile, development work is ongoing at
Oceanbird to conclude the tender design for the

world’s first sail-powered vehicle carrier, named
Orcelle Wind.

Dahl said that the final design for the 7,000 car
capacity vessel, featuring up to six wingsails and
service speeds of up to 11 knots under sail power
alone, is nearing conclusion.

Once completed, the tender design will be submitted
to shipyards, which will then compete for the vessel’s
construction.

The newbuilding, which will be owned and operated

by Wallenius Wilhelmsen, is planned to be in service
by the end of the decade and is backed by €g9m ($10)

of European Union Horizon funding.

“We have just had a meeting about Orcelle Wind
with the EU to go through deliverables.

“The project is running well but being a multi-
wingsail vessel the systems are more complex.
Delivery ambition for Orcelle Wind is 2028.”

The week in newbuildings:
Gas and offshore sectors dominate

NEWBUILDING contracts for five product tankers,
eight liquefied natural gas carriers and 10 offshore
support vessels were confirmed in the past week,
marking a notable slowdown in orders for new ships
compared to previous weeks.

In the LNG segment, QatarEnergy has boosted

an existing order at China’s Hudong-Zhonghua
Shipbuilding of 16 “QC-Max-class” ships which were
contracted in April.

A further six vessels of 271,000 cu m have been
added at the CSSC-controlled shipyard, with
delivery of the latest vessels set for 2030 and 2031.

All 24 vessels, which have been designed by the
builder, will ultimately be owned by Chinese
shipowners and operated by QatarEnergy against
long-term charters.

In addition to the QC-Max ships, Hudong-Zhonghua
is also building 12 upper conventional class, 174,000
cu m, vessels for operation with QatarEnergy.

Cosco Shipping Energy Transportation has

confirmed firm shipbuilding contracts for a pair of
upper conventional class LNG carriers at Dalian
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Shipbuilding Industry. The 175,000 cu m ships are
valued at some $244m each and are set for delivery
in the second half of 2027.

They have been ordered by CSET subsidiary Future
Ocean LNG.

In the tanker segment, Nanjing Tanker ordered four
50,000 dwt medium-range product tankers and one
18,000 dwt chemical tanker.

The MR tanker quartet have been contracted

from Guangzhou Shipyard International while the
chemical tanker was ordered from Jinling Dingheng.
Delivery of all five ships has been booked for 2027.

Meanwhile, Singapore-headquartered shipbuilder
PaxOcean announced that is has signed a
newbuilding contract with the Costamare-linked
Greek shipping family Konstantakopoulos for 10
multi-purpose offshore support vessels.

The 5,000 dwt, dynamic positioning-capable,
vessels will be built at PaxOcean’s shipyard at
Zhoushan, China with delivery booked from the
third quarter of 2026.
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MARKETS

Container rates plunge further amid early peak

season wind down

CONTAINER freight rates have continued their
downward spiral, exacerbating concerns about an
early peak season ending.

The latest Shanghai Containerised Freight Index
dropped 7.9% week on week to 2,510.95 points.

Leading the decline were Shanghai-North Europe
freight rates, down 17.9% to $2,841 per teu, while

rates to the Mediterranean slid 12% to $3,365 per
teu.

“Vessel capacity remains high on these routes, and
the traditional peak season shows signs of an early
end,” said the Shanghai Shipping Exchange in its
weekly report.

“Cargo volumes are declining, with most carriers
adopting rate-cutting strategies to attract cargo,
intensifying competition.”

The slide was less steep on transpacific trades, with
rates dipping 9% to $6,838 per feu for the US east
coast versus 2% lower to $5,494 per feu for the west
coast.

The likelihood of a dockworkers’ strike at US east
and Gulf coast ports on October 1 is rising by the
day, with negotiations remaining deadlocked.

“Due to market expectations about a potential US
port strike, some shippers have opted to ship early
to avoid the impact,” said the SSE, adding that cargo
volumes have still declined.

However, Nerijus Poskus, global head of ocean for
digital freight forwarder Flexport, told Lloyd’s List
last week that the actual rate decline is even greater,
because shippers are no longer able to get their cargo
to the US before the strike deadline and are already

in wait-and-see mode.

“Indexes like the SCFI do not show reality,” he
argued. “There are a lot more special deals available
to the US east coast than what the index is showing.”

The Drewry World Container Index published on
September 12 painted a darker picture on this trade,
with Shanghai-New York rates plummeting 21%
week on week to $6,661 per feu.

“Shippers are transferring their cargo from the US
east coast to the west coast to avoid the planned ILA
strike in October, resulting in a drop in demand,”
said Drewry.

Elsewhere, Shanghai-Los Angeles rates fell 7% to
$5,627 per feu, while Shanghai-Rotterdam and
Shanghai-Genoa dipped 17% and 10% to $5,152 and
$5,256 per feu, respectively.

Drewry expects east-west rates to “decrease further
in the coming weeks due to weak demand”.

Vespucci Maritime chief executive Lars Jensen
pointed out that trans-Pacific freight rates have
dropped more than what is normally seen from the
summer peak to the post-peak bottom after the
Chinese October Golden Week holiday.

This signals a clear “weakness” compared with
typical seasonality, as carriers contend with an
earlier-than-usual end to the peak season, he said in
a LinkedIn post.

Some industry experts argue that rates remain well
above carriers’ breakeven levels, thereby allowing
room for further cuts if they choose to continue
competing for lifting volumes.

Bauxite boom underpinning capesize rates

seen easing for 2025

THE explosive growth in bauxite shipments from
the West African country of Guinea is forecast to
slow in 2025 but remain a vital prop to raw material
seaborne trades for largest bulk carriers.
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More than 80% of the bauxite mined from Guinea
is shipped to China around the Cape of Good Hope,
mostly on capesize bulk carriers.

The trade route is forecast to account for nearly 70%
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of an estimated 180m tonnes of global seaborne
trade in bauxite 2024, according to figures from
US-listed dry bulk shipowner Genco Shipping’s
second-quarter presentation. In 2025 shipments
from Guinea are expected to rise to 132m tonnes
from 124m tonnes this year.

Bauxite volumes have more than doubled in the past
eight years, driven in part by UAE’s Emirates Global
Aluminium whose subsidiary Guinea Alumina
Corporation began mining there in 2019.

“West Africa (and bauxite demand) has been one
of the biggest drivers of capesize demand in recent
years and it will probably continue to be so for the
next three to five years,” Arrow Shipbroking Group
research analyst Burak Cetinok said.

“But the growth rate will slow,” he added.

Bauxite shipments account for 11% of all volumes
shipped on the global fleet of around 900 capesize
ships, according to Cetinok.

In 2017 bauxite accounted for a 4% share, he said.

The two main trade routes are Guinea-China and
Australia-China. The latter route is shipped via
panamax bulk carriers.

Capesizes supplied via barge transhipments are now
preferred over the kamsarmax or larger panamax-
size bulk carriers that were specially designed to
access the shallow waters of West African port for
these trades.

EGA exported more than 14m tonnes from Guinea
in 2023, leading the growth.

But in a move that may impact volumes, Guinea’s
government has signalled it wants to refine more
bauxite into alumina, rather than export raw
materials to China.

Nora Al Suwaidi, EGA associate manager, told the
Fastmarkets Aluminium conference in Athens this
week that the company planned to build an alumina
refinery in Guinea but did not provide a timeline,
referencing plans for the “coming years”.

“A refinery in Guinea comes with challenges,” she
told the conference.

“We do know the challenges that are there on

the ground and therefore we have a dedicated
team looking solely at that project, having several
discussions with the government to ease down the
process, to make sure everything is on plan.

“This will come in the pipeline.”

Shipbroker SSY said expanding capacity in Guinea
provided a double bonus for capesize bulk carriers
as longer voyages to China also added to tonne-mile
demand growth.

Tonne-mile demand measures volumes carried by
distance travelled and is a proxy for vessel demand.

Global bauxite tonne-mile demand increased by 11%
year on year in the first six months of the year, SSY
said.

Those figures were strong but a slight slowdown
from the 26% year-on-year growth seen over the
same period in 2023, according to SSY.

VLGC rate recovery reverses course as
petchem competition intensifies

THE recovery in very large gas carrier rates that
took place through most of August has reversed in
September, with the Baltic Exchange’s BLPG index
closing a second straight week of losses on Friday.

The index — which averages the daily time charter
equivalent earnings assessments on the three
main trade lanes and divides them by 10 — started
September at 5,392 and closed Friday at 3,866, a
28% decline.

VLGC earnings are notoriously volatile and highly
sensitive to the propane price arbitrage between the
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US and Asia. Typically, the cheaper propane is in
the US compared to Asia, the more demand there
is for VLGCs to carry it from the US Gulf coast to
Asia, where it is mostly used in the petrochemical
industry as feedstock.

However, propane also competes with naphtha as a
petrochemical feedstock, and prices for naphtha in

Asia have fallen enough to impact propane demand,
according to Jefferies shipping analyst Omar Nokta.

“The US Gulf propane price arbitrage remains
favourable and has widened to its highs of the year
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of $300 per tonne relative to prices in Asia and
$225 per tonne relative to Europe,” he said in a note
Friday.

“However, naphtha prices in Asia have fallen below
propane, which is impacting Middle East spot
activity as petrochemical demand appears to be
shifting to naphtha as a cheaper feedstock. Naphtha
is priced below propane for the first time since
December 2023.”

Another factor likely adversely impacting VLGC
rates is lower tonne-mile demand due to the Panama
Canal’s rebound.

Improving water levels have allowed the Panama
Canal Authority (ACP) to loosen restrictions it

imposed last year, and transits through the crucial
artery have rebounded, shortening distances
travelled by VLGCs on the US-Asia route.

According to an analysis by Lloyd’s List, 88 VLGCs
transited through the Panama Canal’s neopanamax
locks in August, eclipsing the 85 VLGCs that sailed
through it in October 2023, the month before the
ACP began limiting the number of daily transits.

Meanwhile, Lloyd’s List Intelligence data shows
there are still more LPG carriers (of all sizes) sailing
around the Cape of Good Hope than before the
Houthi attacks began late last year, although transits
are below the peak reached in the beginning of the
year, which coincided with Panama Canal still being
heavily restricted.

Supply chains now face regular periodic
shocks, says AP Moller Maersk risk chief

THE long period of supply chain stability that was
characteristic before the global financial crisis has
been replaced by an era of regular periodic shocks,
the head of risk at AP Moller Maersk has told a
major marine insurance event.

Lars Henneberg made his comments in the
president’s workshop session of the International
Union of Marine Insurance conference in Berlin this
morning.

He described how the supply chain had evolved over
the course of his career, to become fragmented,
transactional and risky, as he now described it.

Even a few years back, geopolitical risk did

not feature in Maersk’s top 10 risk concerns. It
now ranks as number two, with Henneberg not
specifying the number one issue.

Looking at the last period alone, the NotPetya
ransomeware attack on Maersk in 2017 caused
months of disruption and cost the company
hundreds of millions of dollars.

Then came the Ever Given (IMO: 9811000)
grounding in 2021, forcing the closure of the Suez
Canal, combined with the global consequences of
the coronavirus.

The Russian incursion into Ukraine in 2022 led to

Maersk’s decision to divest from Russia, which again
led to costs of hundreds of millions of dollars.
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From November 2023 onwards, the Houthi
onslaught on merchant shipping has forced Maersk
to re-evaluate its position on Red Sea transits.

The Red Sea is a vital artery of world trade, and
before the attacks began, saw 22,000 vessel transits
a year, including many 20,000 teu-plus boxships.

But there has since been a 55% drop in traffic,
equivalent to 300 fewer vessels week.

Maersk initially decided to reroute round the Cape of
Good Hope, amid concerns for the safety of its crew,
cargo and vessels.

But it resumed transits on December 15, after
western navies launched their Operation Prosperity
Guardian intervention.

That position was reversed after a Houthi strike on
Maersk Hangzhou (IMO: 9784300) on December
31, and the world number two container carrier has
mostly been going round the bottom ever since.

The only exceptions to this rule are that Salalah-
Mombasa and Salalah-Mogadishu services have
been maintained, and there are still occasional calls
to Djibouti.

Economics is a consideration. Red Sea transits now

require costly war risk insurance, while the Cape of

Good Hope route is 50% more expensive in terms of
opcosts.
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But while Maersk does compare options, it does so
only theoretically.

Routing decisions are based exclusively on security
concerns.

The Red Sea crisis will soak up an extra 6% of global
capacity, equivalent to 1.5m teu or 100 vessels.

Shipowners need to display agility, including a
contracting strategy that can take advantage of
sudden surges in demand by increasing freight rates
while still protecting against downside.

This can be achieved through surcharges.

Fabrice Levesque, chief executive of French firm
CL Surveys, addressed the effect of politics on
commodities sector, which has been evident since
Roman times.

A handful of countries are big exporters of wheat,
maize, soyabeans, rice and fertilisers, and are

effectively feeding the world, he said.

Climate change will leave Canada and Russia the
world’s main breadbaskets by the end of the century.

The food trade is dominated by five big players, in

the shape of Cargill, ADM, Louis Dreyfus, Bunge
and China’s Cofco.

Konstantinos Tsetsos of the University of the
Bundeswehr Munich gave a presentation based
on the ‘K-wave’ theory of long waves of economic
expansion and contraction.

The idea was popularised by twentieth century
Russian economist Nikolai Kondratiev and is not
universally accepted.

Since about 1990, adherents believe, the world
economy has been in a supercycle driven by
information and communication technology.

Prospects of conflict have increased as the initial
stimulus has died down, signalling the start of a
period of instability.

This will be compounded by climate change, with
earlier hopes of limiting global warning to 1.5°C no
longer tenable.

Elisabeth Braw, a journalist and academic, lamented
that the global financial crisis initiated a shift away
from globalisation, facilitating opportunities for the
likes of the Houthis to attack shipping.

IN OTHER NEWS

Pelagic Partners revives Oaktree
strategy to launch capital fund
PELAGIC Partners, a Cyprus-
based alternative investment
fund manager for the shipping
industry, has established a new
capital fund that will be managed
from London by the founder

of Fleetscape Capital, Tobias
Backer.

The first few deals from the
dedicated credit fund would be
sponsored by Pelagic Partners,
Backer told Lloyd’s List, but to be
successful, “you need to do this
at scale”, and in the long term,
there needs to be an institutional
backer.

“You need to be sort of a billion
[dollars] plus to be meaningful in
this market,” he said.

IMO plans to host families of captive
Galaxy Leader crew

THE International Maritime
Organization will invite the
families of the Galaxy Leader’s
captive crew to London while
seeking to highlight seafarer
welfare concerns.

IMO secretary-general Arsenio
Dominguez said the families
would be invited to the shipping
regulator’s London headquarters
on November 5.

The IMO is working with

the International Chamber

of Shipping, and union the
International Transport Workers'
Federation and certain member
states.
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Konstantakopoulos contracts up to
10 new offshore vessels as Marinakis
ups Capital Offshore orders

THE Konstantakopoulos shipping
family, best-known in the industry
for founding and backing New
York-listed shipowner Costamare,
has inked a contract with
PaxOcean Group for construction
of up to 10 new offshore vessels.

PaxOcean, part of the diversified
Kuok Group, announced the deal
on Monday without identifying the
owner behind the project.

It said that the “innovative”
multipurpose offshore service
vessels (MPSVs) will be built at
its shipyard in Zhoushan, China,
with deliveries scheduled from
the third quarter of 2026 onwards.
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DSV mega-deal for DB Schenker
creates ocean freight-forwarding
giant

THE takeover of Germany’s DB
Schenker by Denmark’s DSV
will create the world’s largest
logistics provider in terms of
revenue — one with a major
presence in ocean shipping.

Schenker has been officially

for sale since last year, with
container line giant Maersk
bowing out of the final bidding

in July. Copenhagen-listed DSV
confirmed Friday that it will pay
€14.3bn ($15.85bn) for Schenker
in a deal expected to close in the
second quarter of 2025.

On the one hand, shipping lines
negotiating annual contracts
will face a much larger freight-
forwarding counterparty on the
other side of the bargaining
table as a result of the deal. On
the other, the logistics industry
is highly fragmented and DSV's
share of the total market, post-
transaction, will remain small.

HSFO and alternative fuels boosted
Singapore bunkers in August
BUNKER sales in Singapore
climbed in August, driven by
firmer sales of high-sulphur

fuel oil, LNG and biofuel-blends

despite weaker very low sulphur
fuel oil demand in the world’s
biggest refuelling hub.

Total sales were up 7% on the
year to 4.6m tonnes in August,
according to data from the
Maritime and Port Authority of
Singapore.

August's total took the year to
date average to 4.6m tonnes, up
from 4.2m tonnes in the same
period last year.

Cosco confirms two LNG carrier
newbuilds at Dalian Shipbuilding for
$488m

COSCO Shipping Energy
Transportation has confirmed

a previously announced order
for two liquefied natural gas
carrier newbuildings at Dalian
Shipbuilding Industry for
Yuan3.5bn (§488m).

CSET said in an exchange
filing that its Future Ocean
LNG Investment subsidiary
had, through the vessel-owning
subsidiaries, Future Prosperity
LNG and Future Reliance LNG,
entered into the shipbuilding

contracts with Dalian Shipbuilding

and China Shipbuilding Trading
for the construction of the two
vessels.
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The two 175,000 cu m LNG
carriers are due to be delivered in
the second half of 2027.

Canadian shipbuilder Davie appoints
new president

QUEBEC-BASED shipbuilder
Chantier Davie has appointed
Canadian business executive
Maxie Lafleur as president, the
company announced on Monday.

The appointment was “the

latest strategic move aimed at
strengthening Davie’s goal of
becoming one of the world’s
leading specialised shipbuilders,’
according to a statement.

4

Owner and chief executive
James Davies, who also served
as president since 2019, and will
continue to serve as CEOQ, stated
that Lafleur “brings a unique and
exceptional skill set to Davie”".
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Classified notices follow

Lloyd’s List‘>

Looking to publish a judicial sale, public notice,
court orders and recruitment?

Please contact: marketingservices@lloydslistintelligence.com
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Container Tracker

Save time. Stay compliant.

Track containers, Complete checks in Download
not just ships minutes, not hours the evidence
Simplify transhipment tracking Save time, with all the data you Downloadable reports ensure you have
with end-to-end downloadable data need in one interface, supported the necessary documentation to prove
trails on containers - by container by tracking intelligence from over compliance, including specific end-to-end
number or Bill of Lading. 600 Lloyd’s agents worldwide. transhipment reports and more.

Request a demo:

America Tel: +1 212-520-2747

EMEA Tel: +44 20 7017 5392

APAC Tel: +65 6505 2084 . . D
)

lloydslistintelligence.com/containertracker LlOyd s List Intelhgence

Lloyd's List | Daily Briefing Tuesday September 17, 2024 Page 14



\\\\\\\|| ”,IIII[/
ly
/y

‘y

/

Curated maritime news and
market analysis
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news coverage in our archive “/ maritime hubs

Choose the trusted source
Contact us today on +44 20 7017 5392 (EMEA) / +65 6508 2428 (APAC) /

+1(212) 502 2703 (US) or visit lloydslist.com
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